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10 DOWNING 

From the Private Secretary 30 August 1979 

Perks 


The C h a n c e l l o r of the Exchequer c a l l e d on the Prime M i n i s t e r 

at 0900 t h i s morning. They d i s c u s s e d the d r a f t speech which 

Mr. John Hoskyns had p r o v i d e d f o r the C h a n c e l l o r f o r h i s s p e a k i n g 

engagement on Saturday 1 September; I have a l r e a d y r e l a y e d the 

Prime M i n i s t e r ' s main comments on t h i s d r a f t t o you by tele p h o n e . 

They d i s c u s s e d c e r t a i n s e n i o r appointments, about which I w i l l 

be m i n u t i n g s e p a r a t e l y . In a d d i t i o n , they d i s c u s s e d the i s s u e 

of p e r k s . 


The Prime M i n i s t e r s a i d she had been h o r r i f i e d by the 

c o n s u l t a t i v e paper on the t a x a t i o n of c a r s and p e t r o l . T h i s 

paper had been p u b l i s h e d w i t h o u t p r i o r c o n s u l t a t i o n w i t h her, 

and whatever the m e r i t s of changing the pre s e n t system, the 

ph r a s i n g o f the paper - i n p a r t i c u l a r the i m p l i c a t i o n t h a t t h e r e 

might be an Order i n t h e autumn and i t s g e n e r a l h a n d l i n g had 

been p o l i t i c a l l y i n e p t . Any e a r l y a c t i o n t o i n c r e a s e the t a x a t i o n 

o f p e r k s , e s p e c i a l l y f o r lower and middle management, would be 

seen - and r i g h t l y so - as a ne g a t i o n of the C h a n c e l l o r ' s Budget 

s t r a t e g y on income t a x . The t a x a t i o n of perks would have t o 

be approached very c a r e f u l l y , and as p a r t and p a r c e l of the 

s t r a t e g y of impr o v i n g the net rewards f o r people i n b u s i n e s s . 

The Prime M i n i s t e r went on to say t h a t she would not contemplate 

the l a y i n g o f an Order b e f o r e the next Budget, even i f t h i s 

was c o n f i n e d t o r a i s i n g the company c a r s c a l e s i n l i n e w i t h 

i n f l a t i o n . I t would be d e s i r a b l e f o r the C h a n c e l l o r t o make 

t h i s c l e a r as soon as p o s s i b l e . 


The C h a n c e l l o r p o i n t e d out t h a t the document on c a r and 

p e t r o l b e n e f i t s was e x p l i c i t l y i n t e n d e d f o r c o n s u l a t i o n ; i t 

d i d not i n c l u d e any f i r m p r o p o s a l s . There was a l s o a good deal 

o f support f o r the b a s i c aim o f g e t t i n g r i d of the anomalies In 

the p r e s e n t system. But he accepted t h a t any changes would 

r e q u i r e very c a r e f u l h a n d l i n g , and t h a t they would have to be 

made as p a r t of the o v e r a l l t a x s t r a t e g y . He would be making 

a speech t o the I n s t i t u t e of D i r e c t o r s on 13 September, and t h i s i 

would p r o v i d e a good forum f o r c l a r i f y i n g the Government's 

p o s i t i o n . He would l e t the Prime M i n i s t e r see the d r a f t o f 

tha t p a r t of t h i s speech which would d e a l w i t h the perks p o i n t . 

The Prime M i n i s t e r agreed to t h i s , but r e i t e r a t e d t h a t i t was 

e s s e n t i a l t o make i t c l e a r t h a t the Government had no i n t e n t i o n 

of e a r l y a c t i o n which might have the e f f e c t of countermanding 

the t a x cu t s i n the Budget. 


/Apart from 




Apart from the t a x a t i o n of p e r k s , t h e C h a n c e l l o r mentioned 

t h a t an e x e r c i s e had been put i n hand t o examine the p e r k s 

p r o v i d e d t o e x e c u t i v e s i n the n a t i o n a l i s e d i n d u s t r i e s . There 

was the q u e s t i o n o f whether the Government s h o u l d t a k e any 

i n i t i a t i v e a t t h i s stage t o persuade the c o r p o r a t i o n s t o c u t 

down on t h e i r p e r k s . The Prime M i n i s t e r and the C h a n c e l l o r 

agreed t h a t , as lon g as the p r i v a t e s e c t o r c o n t i n u e d t o p r o v i d e 

perks on a s u b s t a n t i a l s c a l e , i t would be hard t o j u s t i f y t a k i n g 

any .general i n i t i a t i v e at t h i s s tage. 


I am s e n d i n g c o p i e s o f t h i s l e t t e r t o Andrew Duguid (Department 

o f I n d u s t r y ) , Genie Flanagan (Department o f T r a n s p o r t ) , Tom H a r r i s 

(Department o f T r a d e ) , B i l  l Burroughs (Department o f E n e r g y ) , 

David Edmonds (Department o f the Environment), Jim B u c k l e y 

(L o r d P r e s i d e n t ' s O f f i c e ) , John B e v e r l y (Bank of England) and 

M a r t i n V i l e ( Cabinet O f f i c e ) . 


M.A. H a l l , Esq., 

H.M. Treasury. 



